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Abstract 
The escalation of the Internet and information technology has significantly contributed to the popularity of online shopping. 
Generation Y (Gen Y) has been identified as the age cohort that makes up the majority of online shoppers in many developed 
countries. Even though Gen Y makes up the largest segment of Malaysia’s population as well as its Internet population, they are 
not the largest segment of online shoppers. The aims of this study are to investigate the online purchase behavior of Gen Y in 
Malaysia and identify the factors that drive the behavior. 200 respondents from Gen Y participated in the survey. Findings from 
the study reveal that Gen Y in Malaysia buys mostly from online retailers operating via Facebook and Instagram. Of the four 
factors proposed in the model, only perceived trust and perceived reputation have a significant positive relationship with online 
purchase intention of Gen Y shoppers.  Implications of these findings are discussed for researchers and practitioners. 
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1. Introduction 
 
    Online shopping is a form of electronic commerce that allows the consumers to buy products directly from sellers 
over the Internet. Consumers must have access to and knowledge of the Internet if they want to shop online. Once 
the infrastructure is ready, the Internet can give consumers easy access to information and speedy, 24 hours-a-day, 
seven-days-a-week convenience shopping regardless of their geographical location. Online shoppers tend to be 
younger than traditional shoppers. Even though larger percentages of older generations are online now than in the 
past, young people still dominate the online population. According to Kim and Ammeter (2008), the younger 
generation not only is more familiar with e-commerce, but they also process website information five times faster 
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than the older generations. Gen Y refers to the specific generation born between the 1980's to the early 1990's. This 
generation is technologically-savvy as they grew up in the information age and prone to use the media on daily 
basis.  It is believed to be the biggest group of people who utilize the Internet as a channel for shopping.  
    In Malaysia, online shopping has grown by leap and bound. In 2011, Malaysia recorded online retail transactions 
worth RM1.8 billion, a 70% increase over the previous year (Marketing Interactive.com, 2011). Malaysian 
Communications and Multimedia Commission (MCMC, 2015) expects that Malaysia's online retail sales figures to 
exceed the 6.1% projection (RM22.6 billion) by Frost and Sullivan by 2020. The projection is driven by the growth 
in broadband penetration and rising disposable incomes. Gen Y accounts for 40% of the Malaysia's population and 
is the largest segment. It is also the largest segment of the Internet population in Malaysia based on age (Com Score, 
2009). However, according to an AC Nielsen report in 2011, only 21.2% of online shoppers are from Gen Y. This 
statistics is relatively low compared to Gen Y in developed countries such as the United Kingdom (Lim, Omar and 
Thurasamy, 2015). 
     The purpose of this study is to understand the online purchase behavior of Gen Y in Malaysia. Based on extant 
literature, four factors are proposed to affect the purchase intention of Gen Y namely, perceived risk, perceived 
usefulness, perceived trust, and perceived reputation. The paper begins with a literature review. It then describes the 
methodology, reports the empirical findings and discusses their implications. Finally, it addresses the limitations of 
the study and provides direction for future studies. 
 
2. Literature Review 
2.1 Perceived risk 
 
    Perceived risk is defined as the potential for loss in pursuing a desired outcome while engaged in online shopping; 
it is a combination of uncertainty with the possibility of serious outcome (Ko et al., 2004). Online buying may be 
associated with negative results that are not found in traditional commerce, such as consumer’s inability to value the 
quality of the product directly, the lack of personal contact with a salesperson, the costs of learning how to use the 
Internet or website, the change from other channels to the electronic one, the generation of anxiety and stress for 
consumers who feel uncomfortable using the Internet, the absence of interaction and social contact with other 
people, and security of payment (Salo & Karjaluoto, 2007; Zhou et al., 2008). Perceived risk reduces the willingness 
of consumers to purchase products over the Internet (Barnes et al., 2007). Greater perception of risk on the part of 
consumers acts as a deterrent to their purchase intentions. Several authors have observed that the perceived risk in e-
commerce has a negative effect on shopping behavior on the Internet, attitude toward usage behavior and intention 
to adopt e-commerce (Zhang et al., 2012). Similar with other generations of consumers, Sullivan (2003) found in his 
doctoral study that some members of Gen Y do not like to shop online, primarily because they do not feel secure 
when purchasing online. Other reasons that deter the Gen Y from buying online include inability to see and touch 
the product, not trusting that online ordering will go smoothly, having concerns about giving out personal 
information, and the added expense of shipping (George, 2004; Swinyard & Smith, 2003; Zhou et al., 2007). Based 
on the above discussion, we propose our first hypothesis. 
Hypothesis 1: There is a significant negative relationship between perceived risk and intention of Gen Y to purchase 
online. 
 
2.2 Perceived Usefulness 
 
     Perceived usefulness is defined as the individual’s perception that using the new technology will enhance or 
improve his or her performance (Davis, 1993). In the context of online shopping, usefulness refers to the degree to 
which consumers believe using the Internet as a medium will improve their performance or productivity, thus 
enhancing the outcome of their shopping experience (Monsuwe et al., 2004). Perceived usefulness is related to the 
outcome of the shopping experience (Monsuwe et al., 2004). Detailed information, accessibility and speed, as well 
as availability of inexpensive and convenient purchases, have often been mentioned as the main benefits of online 
shopping (Khalifa & Limayem, 2003). For experienced Internet users who are busy during normal shopping hours, 
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the accessibility and speed of shopping may be truly useful features. Similarly, Chu and Lu (2007) discovered that 
perceived usefulness of an online music site is a significant predictor of purchase intention of Gen Y respondents in 
their study. Hence, we propose the following hypothesis. 
Hypothesis 2: There is a significant positive relationship between perceived usefulness and intention of Gen Y to 
purchase online. 
 
2.3 Perceived Reputation 
 
    A consumer may have perception toward the online seller’s reputation (Jong & Lee, 2000). The perceived 
reputation of the online seller provides assurance about the seller’s ability, integrity, and goodwill (Jarvenpaa & 
Tractinsky, 1999). It is the extent to which buyers believe that the seller is honest and concerned about its customers 
(Doney & Cannon, 1997). It can also be referred to as a customer’s recognition of the seller based on information 
provided by friends, family members, and colleagues (Lee & Tan, 2003). When a potential consumer has little or no 
direct experience with the vendor, the third-party opinion about its trustworthiness can be a major source of 
information. Online sellers usually include testimonials from previous customers. Gen Y spends a lot of time 
connecting with their friends online. Thus, it can be assumed that they rely on each other for testimonial and 
assurance about online sellers and their products. Thus, the following hypothesis is posited. 
Hypothesis 3: There is a significant positive relationship between perceived reputation and intention of Gen Y to 
purchase online. 
 
2.4 Perceived Trust 
 
    Jarvenpaa and Tractinsky (1999) defined trust in online shopping context as a consumer’s willingness to rely on 
the seller and take action in circumstances where such action makes the consumer vulnerable to the seller. Mayer et 
al. (1995) defined trust as behavioral, based on one person’s beliefs about the characteristics of another person. 
Since, in a virtual environment, the degree of uncertainty of a transaction is higher than in a traditional setting, trust 
becomes an important factor. Trust should be a particularly critical factor in an online context in which the 
consumer does not have direct control over the actions of the vendor. Lack of trust of online businesses is one of the 
main reasons for customers from not engaging in commercial transactions on the web (Pavlou, 2003). Therefore, the 
buyer’s feelings of trust toward an online seller are an important determinant in considering his/her intentions to use, 
and usage behaviors related to online activities. Since perceived trust plays a significant role in influencing the 
intention to shop online, therefore the following hypothesis is proposed. 
Hypothesis 4: There is a significant positive relationship between perceived trust and intention of Gen Y to purchase 
online. 
 
 
3. Research Methodology 
 
    Before actual data collection took place, a pilot test was run on 20 respondents. The purpose of the pilot study was 
to assess the reliability of and ability of the respondents to understand the instrument. Amendments were made to 
the instrument before final data collection. The mall intercept method was used in this study to collect data from 
respondents due to its convenience. The questionnaires were given out in specific shopping malls in the Klang 
Valley, Malaysia. The inclusion criteria to be selected as respondent was those aged 18 to 35 years.  
    The questionnaire contained two parts. Part A was designed to collect the respondents' demographic information 
such as gender, age, race, education level, occupation, monthly income as well as internet usage and online shopping 
behavior. Part B was intended to identify the respondents' attitude to online shopping. It included nineteen questions, 
which separated into five categories of four independent variables and one dependent variable. Respondents were 
asked to measure the variables using a five-point Likert scale anchored at 1=strongly disagree and 5=strongly agree.  
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4. Results and Discussion 
 
4.1Demographic profile of respondents 
 
    Demographic characteristics of the 200 respondents including their internet usage and online shopping were 
presented in Table 1. There was about the same percentage of male (49.0%) and female (51.0) respondents in this 
study. The majority was Malays (57%) in 22-26 age bracket (50.5%). They were mostly diploma holders (65.0%) 
and earned an income of RM2000 and below (66.0%). 54.0% were employees and 38.5% were students. This is 
similar to findings from Jun and Jaafar (2011) that the first large group of online shoppers is workers followed by 
students. Moreover, most likely the respondents were newly employed judging from their age and income level.  
    Majority of the respondents spent more than 4 hours browsing the Internet, indicating that they are heavy user of 
the Internet and more receptive to the adoption of technological innovation (Kotler & Armstrong, 2010) including 
online purchasing ( Lim et al., 2015). The most popular items bought online was electronic gadgets (34.0%) 
followed by tickets (28.5%) and clothes (14.0%). In terms of most favourite site to shop, majority of respondents 
chose the Facebook and Instagram, as many companies have included these social networking sites as an alternative 
channel to sell their products.  
  
   Table 1: Respondent Characteristics 
Category Sub-Category Number % 
Gender Male 
Female 
98 
102 
49.0 
51.0 
Age 17 – 21 
22 – 26 
27 - 35 
70 
101 
29 
35.0 
50.5 
14.5 
Ethnicity Malay 
Chinese 
Indian 
114 
56 
30 
57.0 
28.0 
15.0 
Employment Student 
Employed  
Self-employed 
77 
108 
15 
38.5 
54.0 
7.5 
Highest Education Level Diploma and below 
Degree 
Master/PhD 
130 
58 
12 
65.0 
29.0 
6.0 
Monthly Income Below RM2000  
RM2000 -  RM4000 
RM4000 and above 
132 
59 
9 
66.0 
29.5 
4.5 
Time Spent Online Daily Less than 2 hours 
2 – 4  hours 
More than 4 hours 
43 
77 
80 
21.5 
38.5 
40.0 
Product Category Most 
Bought Online 
Ticket (movie, theatre, airplane, train, bus) 
Book/CD 
Clothes and Accessories 
Personal Care 
Electronic (computer, phone, other gadgets) 
59 
21 
28 
24 
68 
29.5 
10.5 
14.0 
12.0 
34.0 
Most Favorite Site to Shop Zalora 
Lazada 
Mudah.com 
Fashion Valet 
Lelong.com 
Ebay 
Facebook.com 
Instagram 
19 
28 
25 
27 
8 
11 
41 
41 
9.5 
14.0 
12.5 
13.5 
4.0 
5.5 
20.5 
20.5 
 
 
4.2Reliability Analysis and Descriptive Statistics 
 
    From Table 2, the reliability analysis for all the constructs showed the Cronbach’s alpha values ranged from 0.707 
to 0.869, exceeding the recommended cut-off point of 0.7 (Sekaran & Bougie, 2010). This demonstrates that all the 
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research variables were internally consistent and had acceptable reliability values. All items for the constructs were 
assessed using a Likert-type scale ranging from 1 (strongly disagree) to 5 (strongly agree).  
 
Table 2: Mean, Standard Deviation and Reliability of the Constructs 
Constructs Mean Value Standard Deviation Number of Items Cronbach’s Alpha 
Perceived risk 4.02 0.66 5 0.738 
Perceived usefulness 3.78 0.90 3 0.869 
Perceived reputation 3.12 0.93 4 0.707 
Perceived trust 2.71 0.97 3 0.742 
Intention to purchase 2.68 0.84 4 0.866 
 
4.3 Multiple Regression Analysis 
 
    Multiple regression analysis is the statistical technique used to analyze the relationship between a single 
dependent variable and several independent variables (Hair et al., 1998). Preliminary analyzes were conducted 
before multiple regression analysis to make sure no violation of the assumptions of normality, linearity, 
multicollinearity, and homoscedasticity. In order to test the hypotheses, multiple regression analysis was performed 
to find the variance of online purchase intention that is explained by the four independent variables (perceived risk, 
perceived usefulness, perceived reputation and perceived trust). 
    The results are presented in Table 3. The model is significant (F=25.847, p<0.001). The R2 of 0.346 indicates that 
34.6% of the variance in the intention to purchase online can be explained by the four independent variables.  
Results from Table 3 also illustrate that perceived trust and perceived reputation have a significant relationship with 
purchase intention as their t-value is greater than 1.96 and significant at 0.001 level. In contrast, perceived risk and 
perceived usefulness have no significant relationship with the dependent variable as their p>0.001. Thus, H3 and H4 
are supported; conversely H1 and H2 are not supported. Moreover, perceived trust is the most influential factor in 
driving Gen Y consumers' purchase intention online (β=0.820, t=8.050, p=0.000), followed by perceived reputation 
(β=0.374, t=4.697, p=0.000).  Table 4 provides the results of the hypotheses testing. 
 
Table 3: Multiple Regression Results for Factors Contributing to Gen Y’s Online Purchase Intention 
Independent Variable Standardized Coefficients (beta) T values Significant 
Perceived risk 0.075 0.850 0.397 
Perceived usefulness 0.037 0.347 0.729 
Perceived reputation 0.374 4.697 0.000 
Perceived trust 0.820 8.050 0.000 
R2 0.346   
Adjusted R2 0.333   
F value 25.847  0.001 
 
Table 4: Summary of Hypotheses Results 
Hypothesis Result 
H1 There is a significant negative relationship between perceived risk and intention of Gen Y to purchase online Not supported 
H2 There is a significant positive relationship between perceived usefulness  and intention of Gen Y to purchase online Not supported 
H3 There is a significant positive relationship between perceived reputation and intention of Gen Y to purchase online Supported 
H4 There is a significant positive relationship between perceived trust and intention of Gen Y to purchase online Supported 
 
 
5. Conclusion and Implications 
 
    This study found that perceived trust has the strongest significant relationship with purchase intention. In other 
words, greater perceived trust on the online sellers motivates Gen Y to generate more intention to shop online. It 
showed that most Gen Y still have doubts about the online sellers since online market in Malaysia is still lacking 
trustworthy and reputable websites (Lim et al., 2015). Most Gen Y in this study preferred to buy from online sellers 
operating in Facebook and Instagram. These social networking sites are less formal and contain testimonials from 
previous customers, hence more trusted. This finding is consistent with many previous studies (Jarvenpaa & 
Tractinsky, 1999; Gefen et al., 2003; Jong & Lee, 2000; Jang et al., 2005). Since trust has proven to have a 
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significant effect on online purchase intention, online sellers in Malaysia as well as the government should come up 
with some concrete measures to build strong consumer trust in order to further accelerate the growth of Malaysia’s 
online shopping market.   
    Similar with other studies, this study also found that perceived reputation of the online sellers has a positive and 
statistically significant impact on the consumers’ willingness to adopt online purchase (e.g. McDonald & Slawson, 
200). Online seller reputation can be easily determined. Their records of good and bad deeds help build a 
meaningful history which can influence future purchases (Resnick & Zeckhauser, 2002). Sellers who engaged in 
corporate social responsibility programs are viewed to have good image compared to those who focused mainly on 
profits. Potential consumers can view the comments from the general public and previous purchasers before making 
decision. Hence, online sellers who build a strong reputation are able to bring in more traffic to their online stores. 
    In this study, the perceived usefulness of online shopping websites and its perceived risk did not influence Gen 
Y’s purchase intention. Gen Y consumers were satisfied with the benefits of online shopping and the usability of 
online shopping websites (M=3.78, SD=0.90) and acknowledged the risks associated with online transactions 
(M=4.02, SD=0.66). They could minimize the risks by searching for more information and comparing among 
various sellers’ offerings before making a purchase. With the development and application of high technology, the 
security of online shopping environment in Malaysia has improved significantly. For instance, banks provide digital 
certificates for consumers to enhance the security of transfers. Online sellers in Malaysia also provide alternative 
payment method such as cash-on-delivery. 
    The study only focused on 200 Gen Y consumers from the urban area i.e. the Klang Valley of Malaysia. As such, 
the results of the study are not able to completely reflect the attitudes of all Gen Y online shoppers. Future studies 
could expand the sample size and collection to different areas in Malaysia including the rural ones. Moreover, it is 
strongly recommended for future researchers to extend the study on perceived trust and perceived reputation in 
online shopping context. For example, future studies could reveal the ways for online sellers to build and improve 
their reputation and enhance their trustworthiness. 
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